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LETTER OF TRANSMITTAL 





To the Members of the Senate Committee on Interior and Insular Affairs: 


On July 10, 1956, the following resolution, offered by Senator 
Clinton P. Anderson (Democrat, of New Mexico), was unanimously 
approved by the committee: 

Resolved by the Committee on Interior and Insular Affairs, 
That a subcommittee of three members appointed by the 
chairman is hereby authorized and directed to conduct a full 
and complete study and investigation of the application of 
the provisions of laws respecting the leasing of mineral 
deposits in the publicly owned lands of the United States lim- 
iting the amount of acreage any one individual or company 
may hold in any one State or in the aggregate under the said 
laws with a view to determining whether said limitations are 
in fact avoided by certain individuals and companies through 
use of “straw’’ men or otherwise. The said subcommittee is 
directed to report to the full committee not later than 
January 31, 1957, the results of its study and investigation, 
together with any recommendations that it may see fit to 
make. 


Upon adoption, the committee chairman, Senator James E. Murray 
of Montana, appointed the subcommittee, consisting of the following 
members: Clinton P. Anderson (Democrat, New Mexico), Joseph C. 
O’Mahoney (Democrat, Wyoming), and Barry Goldwater (Republi- 
ean, Arizona). 

Staff studies were immediately begun in Washington, under the 
direction of the subcommittee chairman, of records of the Department 
of the Interior and legislative history in the committee files. After 
widespread public notice, open public hearings were held in Albu- 
querque, N. Mex. Senators O’Mahoney and Goldwater, because of 
conflicting demands upon their time, were unable to attend these 
hearings. 

Selected companies and independent operators were requested to 
appear. In addition, every person expressing desire to be heard was 
afforded the opportunity to do so, and the record of the hearings was 
held open until December 15, after oral statements were concluded, 
to give complete opportunity for submission of additional and supple- 
mental information. 

Ciinton P. ANpEeRsoN, Chairman. 


mr 
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History AND INTERPRETATION OF THE MINERAL LEASING AcT 


Since the purpose of this subcommittee was to study and investigate 
the practices of companies and individuals under the mineral-leasing 
law to determine whether certain individuals or companies are avoid- 
ing acreage limitations by the use of “straw men,’ ‘‘dummies,” or 
otherwise, only those portions of the act which are particularly perti- 
nent to the inquiry are herein summarized, or quoted. 

The Nation’s first Mineral Leasing Act was passed on February 25, 
1920. Under this act prospecting permits were the first method of 
acquisition of interests of oil and gas lands on the public domain. 
Lessees could hold 2,560 acres in any single oil structure, with no more 
than 7,680 acres in a State. 

On March 4, 1931, Congress passed an amendment authorizing 
unitization of public lands in the interest of conservation of natural 
resources. On August 21, 1935, by amendment, acreage under unit- 
ization was made exempt from the chargeable acreage under the acre- 
age limitations set up in the act. This act also provided for “explora- 
toryv”’ leases instead of the prospecting permit. 

By the act of August 8, 1946, the acreage limitation in a producing 
field was eliminated and the allowable acreage in a State was increased 
to 15,360 acres. At this time, for the first time, express authority was 
given for taking ‘‘nonrenewable options” for 2 years on leases when 
taken for the purpose of “geological or geophysical exploration.” 
A limitation of 100,000 acres of ‘‘nonrenewable”’, 2-year options was 
imposed, with the optionee required to make semiannual reports of 
acreage holdings to the Secretary of the Interior on June 30 and 
December 31 of each year. No reports of option holdings are required 
to be filed with the district offices. 

By the act of August 3, 1954, the acreage limitation for leases in 
a single State was increased to 46,080 acres, and allowable options 
to 200,000 acres. The term of the option was extended from 2 to 3 
years, and the words ‘for the purpose of geological or geophysical 
exploration” were deleted from the law. 

The 1954 act, Senate documents show, was language supplied to 
the Congress by the Department of Interior and recommended and 
urged upon the Congress by that Department. 

Portions of section 27 of the act of 1920, as amended by section 6 
of the act of 1946, are as follows: 


No person, association, or corporation shall take or hold 
at one time any interest or interests as a member of an asso- 
ciation or associations or as a stockholder of a corporation 
or corporations holding a lease or leases, permit or permits, 
under the provisions hereof which, together with the area 
embraced in any direct holding of a lease or leases, permit 


1 





OIL AND GAS LEASES 





or permits, under this act, or which, together with any other 
interest or interests as a member of an association or associa- 
tions or as a stockholder of a corporation or corporations 
holding a lease or leases, permit or permits, under the pro- 
visions hereof for any kind of minerals hereunder, exceeds in 
the aggregate an amount equivalent to the maximum number 
of acres of the respective kinds of minerals allowed to any 
one lessee or permittee under this act. 

The interest of an optionee under a nonrenew able option 
to purchase or otherwise acquire one or more oil or gas leases 

(whether then or thereafter issued), or any interest thasein 
when taken for the purpose of geological or geophysical ex- 
ploration, shall not, prior to the exercise of such option, be 
a taking or holding or control under the acreage limitation 
provisions of any section of this act. No such option shall 
be entered into after June 1, 1946, for a period of more than 
2 vears, without the prior approval of the Secretary of the 
Interior, and no person, association, or corporation shall 
hold at one time such options of more than 100,000 acres in 
any one State. 

If any interest in any lease is owned or controlled, direct] 
or indirectly, by means of stock or otherwise, in violation of 
any of the provisions of this act, the lease may be canceled, 
or the interest so owned may be forfeited, or the person so 
owning or controlling the interest may be compelled to dis- 
pose of the interest, in any appropriate proceeding instituted 
by the Attorney General. 


The purpose of the 1920 act and all of the amendatory and supple- 
me itary acts thereto was to promote the orderly deve lopm nent of the 
oil and gas deposits in the publ icly owned lands of the United States 
ii onatt private enterprise. At the same time, it was the consistent 
intent of Congress that no single company or individual, or group of 
such companies or individuals, should have either monopolistic control 
in any State, or should be able to tie up large tracts of such public ‘lv 
owned lands over any apprec ‘liable period of time without making a 
sincere effort to develop their oil and gas resources in the public 
interest. 


DEPARTMENTAL RULINGS, REGULATIONS, AND DIRECTIVES 


Of interest, in connection with the handling of options and lease 
acreage, are certain directives issued by the Bureau of Land Manage- 
ment of the Department of the Interior to regional administrators and 
managers. On November 25, 1952, the Bureau of Land Management 
directed each district land office to call upon the five most frequent 
applicants for oil and gas leases, or assignments of leases, to list all 
of their oil and gas holdings under the Mineral Leasing Act in the 
particular State by serial number and to further check upon receipt 
of this inform: ition and to take appropriate action if violations were 
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disclosed. If full disclosure was not mae by the particular person, 


] 


association, or corpo ration involved, or in the event of excess acreage 


holding, and such acreage was not eae a then the file was to be 
transmitted to the Bureau for transmittal to the Attorney General 
for appropriate action. 

On October 26, 1953, the November 25, 1952, directive was modified 
to require land offices to take only a spot check to be followed by 
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appropriate action. On July 31, 1956,'a new directive went to the 
land offices, callmg attention to the directive of 1952 and of 1953, and 
requesting information as to what compliance the district land office 
had made with the two prior directives. 

In the last directive attention was also called to the fact that this 
subcommittee had been established. It seems apparent that without 
the appointment of this subcommittee nothing would have been re- 
vealed by the spot checks as to the effectiveness of the administration 
of the act. 

Court decisions are not numerous on the questions under study, 
nor are decisions of the Bureau of Land Management. However, there 
are certain decisions or opinions which were helpful in this investiga- 
tion. 

In a Bureau of Land Management decision of July 11, 1952, Salt 
Lake City 01975, ete., entitled “Antonio DiRocco et al., A-26434,” 
certain ol and gas leases were canceled and certain applications for 
leases were rejected. This opinion was signed by Mastin G. White, 
Solicitor for the Department. 

The syllabus of that opinion reads as follows: 


Where the members of an association enter into an arrange- 
ment whereby the association is to secure individuals to file, 
through the association, applications for noncompetitive oil 
and gas leases on lands selected by the association, and where, 
under powers of attorney given by the nominal applicants 
to the association, the latter is to exercise practically com- 
plete control over the leases to be obtaiaed under the appli- 
cations and is to receive the major benefits to be derived from 
the leases, the members of the association, rather than the 
applicants, are the real parties in interest with respect to 
such applications and leases. 

The concealment from the Department of the fact that 
the members of an association are the real parties in interest 
respecting applications for noncompetitive oil and gas leases 
filed under a plan whereby the association is to obtain, and 
does obtain, effective control over leased land greatly in 
excess of the maximum acreage permitted an association by 
law warrants the cancellation of leases obtained pursuant to 
the plan. 

In a case in the United States District Court for the District of 
New Mexico, No. 2017 civil, entitled ‘‘Stanolind Oil and Gas Co., 
plaintiff, v. Wiliam D. Heath, et al., defendant,” Hon. Carl A. Hatch, 
district judge, announced an opinion giving his interpretation of the 
‘nonrenewable” option provision in the 1946 act. 

Judge Hatch, a former United States Senator, was chairman of the 
United States Senate Committee on Public Lands and Surveys during 
some portions of the hearings on the 1946 act. 


JUDGE HATCH’S OPINION 


The question before Judge Hatch involved, in part, “successive”’ 
renewals of options under the 1946 act. While no decision or judg- 
ment was ever entered in this case, since the suit was settled out of 
court subsequent to the taking of all testimony, the opinion of Judge 
Hatch nevertheless was filed at the office of the clerk of the court, and 
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a copy of the same, as filed in the clerk of the court’s office, is made 
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appendix C of this report. Judge Hatch states: 


Briefly referring to the language of the act, words could 
hardly better express the will and purpose of Congress. 
*‘Nonrenewable options”’ as used in the bill mean exactly that 
no longer time than 2 years was intended except when addi- 
tional time is approved by the Secretary of the Interior. 
Not only does the use of such language confer power upon 
the Secretary to approve and thereby authorize an option for 
a longer term under exceptional circumstances, but that 
language and power conferred refutes any idea that any 
other method, plan, or scheme could or should be devised 
to hold a lease under option for a longer period than 2 years 
without approval by the Secretary. To permit any com- 
pany or individual to escape or evade the manifest meaning 
of the law by holding one option for the full period of 2 years 
and then take another for like term, without approval by 
the Secretary, is to destroy and would defeat the will, intent, 
and purpose of the Congress. Such course of action would 
render the 2-year limitation a vain and useless provision as 
to any time limitation, and it would at the same time destroy 
and defeat the acreage limitation to be held under lease. 
Under the law no person or corporation can hold more than 
15,360 acres in any one State under leases at any one time. 

Options to acquire leases by assignment are not chargeable 
to the total acreage held under leases. To permit an identical 
lease to be held under successive option executed every 2 
years, even for an additional consideration, would enable an 
optionee to hold and control the 100,000 acres allowable 
under option plus the 15,360 acres allowable under lease 
throughout the entire 5-year term of a lease without actually 
performing any geological or geophysical work. Such work 
is not made mandatory under the option provision. If such 
practices are to be tolerated the different limitations of 15,360 
acres under lease and 100,000 acres under option might just 
as well be combined and the total acreage allowable be fixed 
at 115,360 acres without regard to any geological or geophys- 
ical work. Such interpretation of the law and such practices 
make the limitations on acreage now contained in the law a 
mere sham and pretense without force or effect. 


Also, Judge Hatch, on page 18 of that opinion, stated that the 
legislative purpose for the option was to accomplish either geological 
and geophysical exploration within the 2-year period, or to surrender 


the option. 


UNITED STATES CIRCUIT COURT DECISION 


“In a relatively recent case of McKay v. Wahlenmaier (226 F. 2d 35, 
salocad 2, 6, and 9) correctly interpret the case, and read as follows 


2. Mines and minerals.—Where corporation held interests 
in oil and gas leases covering public land within the State, 
and when president of corporation, who owned 23.7 7 percent 
of corporation’s capital stock, filed an application for a lease 
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on public land in his individual capacity, he did not disclose 
his interests as a shareholder in his corporation’s oil and gas 
leases, in violation of regulation promulgated by the Secretary 
of the Interior, the president was not a qualified applicant 
when his defective application became the first one drawn, 
and the Secretary of Interior’s refusal to cancel lease granted 
to the president was arbitrary and capricious (Mineral Lands 
Leasing Act, sec. 1 et seq., 17, 27 as amended 30 U.S.C. A,, 
sec. 181 et seq., 184, 226). 


6. Mines and minerals—The Secretary of the Interior 
may not justify, simply by saying that violation of his 
regulation promulgated pursuant to the Mineral Leasing 
Act is unimportant, his departure in a single case from an 
otherwise consistent policy of rejecting applications for oil 
and gas leases of public lands when applications do not 
conform to the regulation (Mineral Lands Leasing Act, 
sec. 1 et seq. as amended 30 U.S. C. A., see. 181 et seq). 





9. Mine and minerals ——Where president of corporation, 
who owned 23.7 percent of capital stock of corporation, filed 
an application for oil and gas lease of public lands in his 
individual capacity, though corporation had also filed an 
application, and at a public drawing the president’s personal 
application was the first one drawn, and a lease was issued 
to him, the Secretary of the Interior should have decided, 
as a matter of equity, that president applied in behalf of, 
and held the lease in trust for, corporation, and should have 
canceled lease because president swore that he applied only 
for himself (Mineral Lands Leasing Act, sec. 1 et seq., 17, 27 
as amended 30 U.S. C. A., sec. 181 et seq., 184, 226). 


It therefore appears from a reading of the act, the directives of the 
Bureau of Land Management and the authorities cited that, (1) ap- 
plications for oil and gas leases must come from the real party in 
interest, who must be a qualified applicant; (2) that the Bureau 
of Land Management is to enforce the law and determine real party 
in interest, thereby extablishing who has control over the lease; and 
(3) that a nonrenewable option for 2 years for geological and geo- 
physical purposes could not be renewed under any circumstances by 
the optionee on the expiration of the 2-year term. 


PRACTICES RELATIVE TO ACQUIRED LANDS 


The question of acquisition of leases and options on acquired lands 
of the United States also arose during the investigation. 

The act of August 7, 1947, Public Law 382 deals with acquired 
lands only and provides insofar as material that such “‘may be leased 
by the Secretary under the same conditions as contained in the leasing 
provisions of the mineral leasing laws subject to the provisions hereof,” 
and the Secretary of the Interior is authorized to prescribe rules and 
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regulations which should be the same as those applicable under the 
mineral leasing laws to the extent that they are applicable. 


FINDINGS 


Representatives of the following named oil companies testified at 
the hearings in Albuquerque, N. Mex., held September 20, 21, 25, 26, 
and October 1. Also one individual oil operator and representatives 
of the district land office in Santa Fe, N. Mex., appeared as witnesses. 


Stanolind Oil & Gas Co. Phillips Petroleum Co 

El Paso Natural Gas Co. Amerada Petroleum Corp. 

xulf Oil Corp. Standard Oil Company of Texas. 
Skelly Oil Co. Magnolia Petroleum Co. 
Humble Oil & Refining Co. Shell Oil Co. 

Delhi-Taylor Oil Corp. Southern Union Gas Co. 


Three States Natural Gas Co. 


Several companies, subsequent to the hearings, furnished state- 
ments to the subcommittee covering their operations, and in addition 
made recommendations concerning future legislation. 

From statements submitted and testimony elicited from witnesses 
appearing before the subcommittee, it is obvious that the intent of 
Congress has been and is being circumvented or avoided by varving 
policies and practices adopted by the companies and certain individuals 
in the oil industry. 

The limitation on lease acreage from 1946 until 1954 was 15,360 
acres; subsequent thereto, 46,080 acres. On option acreage it was 
100,000 from 1946 to 1954, subsequent thereto 200,000. Applicants, 
under the statute, must be qualified at the time of their application, 
and all applications must be made in the name of the real party in 
interest. In actual practice, as was disclosed by the hearings, what 
has been happening is: 


A. COMMUNITY PROPERTY HOLDINGS 


In a community-property State, under the 1946 act, as interpreted 
by the Department of the Interior, a man could apply in his own name 
for 15,360 acres, his wife could also apply for 15,360 acres, as could 
each of his children, even if minors. In this fashion the family could 
control several times the acreage limitation of 15,360 lease acres 
Under the 1954 act, with a limitation of 46,080 acres, the family under 
this Department interpretation, can control in excess of 90,000 lease 
acres, and 400,000 option acreage, plus 46,080 and 200,000 acres for 
each and every child. 

In those States where leases are not an interest in real estate and 
the husband is the head of the community he has in his control well in 
excess of the acreage limitation allowed a single individual. By being 
cuardian of his minor children and handling their interests separately 
his ability to acquire and control acreage increases. 

No question was ever raised by the Department of the Interior 
concerning the problem posed by a community property state as late 
as the 28th day of January 1957. (See letter dated January 28, 1957, 
which appears as item C in appendix of this report.) 
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B. ENFORCEMENT OF ACREAGE LIMITATION 


The only method used by the Bureau of Land Management in 
controlling the amount any person, association, or corporation may 
hold or control in the way of lease acreage is the requiring of an affi- 
davit or certification by the applicant for issuance of a lease or ap- 
proval of an assignment that he is not overacreage. In this affidavit 
the amount of lease acreage holdings is to be stated. No individual 
file or record is kept by the Bureau of Land Management of lease 
holdings of an individual] or a corporation in any one State. No daily 
reception record is kept, as is kept by a county clerk. The detailed 
holdings of persons, associations, or corporations seem to be kept 
within the knowledge of the person, association, or corporation, since 
the lease holder is put purely on the honor system as to whether or 
not they report accurately the amount of their holdings. 

The district land office in New Mexico is sometimes at least 1 year 
behind and accounts for this delay by reason of a shortage of em- 
ployees. In at least one instance it took 9 years for a land office to 
act on the applications for a lease. 


C. ACQUISITION OF LEASE ACREAGE 


Since the practices of the industry apply largely in the same manner 
to both public domain and acquired lands, the interpretation placed 
on the acquired land act of 1947 is important. Both the companies 
and the Secretary of Interior have interpreted that holdings under 
the Mineral Leasing Act, and the law governing acquired lands are 
two separate and distinct holdings. Thus, any person, firm, or 
corporation, since 1954 has been entitled to hold leases on 46,080 
acres of public domain, and a like amount of acquired lands. The 
same liberal interpretation has been applied to option acreage, thus 
giving a corporation under the present law a total right to 92,160 
acres of lease acreage and 400,000 acres of option acreage. 

The acquisition of lease acreage by the various companies and the 
one individual appearing before the subcommittee varies as to method 
but the effect is the same. One company for some period of time 
encouraged relatives of their employees to file applications for oil and 
gas leases with the understanding that an option would be given to 
the company and applicant would be reimbursed for filing fee and 
advance rental and be paid a consideration of 10 cents an acre. These 
relatives of emplovees were ignorant of the oil and gas business, and 
of the character and location of the land for which they were applying. 

in this instance, employees of the company put up the filing fee 
and advance rental out of their own pocket and were reimbursed by 
the applicant when the company paid the applicant the filing fee and 
advance rental and 10 cents an acre. Numerous applications for 
lease were signed in blank by the relative and held by the company 
emplovee for use as he desired in behalf of the company. On occasion 
applications in excess of the lease-acreage limitation were filed in this 
manner at one time, 

This company terms its present policy, since the discontinuance of 
use of relatives of employees, as one of using “reliable” invitees. “The 
understanding is the same. The company encourages, persuades, 








8 OIL AND GAS LEASES 


and enables the applicant to apply for a lease with the understanding 
that the company is to get an option in return for reimbursement of 
filing cost and advanced rental charge plus 10 cents an acre and pay- 
ment of rentals accruing during the option period. 

This company also uses retir red employees and brokers though its 
practices are primarily confined to the use of what it calls ‘ ‘reliable 
invitees,’ with the exception that its Washington attorney, his family, 
and staff are used to make application for and on its behalf, and is 
compensated for his legal services and reimbursed for any expenses 
without consideration for the option he may give to the company. 

Other companies also use their attorneys in like fashion and use em- 
ployees to make application for leases with the understanding that the 
employee will give to the company an option on either the application 
or the lease. In other instances the company purchases a lease and 
puts it in the name of an employee, the company paying the considera- 
tion for the lease. As consideration for use of the employee’s name 
and the option which the employee gives the company, the employee 
is allowed a small royalty of around | 1 percent. Individuals even use 
their secretaries and other office employees to secure leases with the 
understanding options will be given for small or no consideration. 

Brokers are employed to secure acreage in desirable localities and 
are paid considerations in excess of the amount paid to friendly 
invitees, employees, or relatives of employees. Brokers either apply 
in their own names or the names of wives, with the understanding 
that they will give the company or person an option, or request 
others to apply “and secure options from them, which they take in 
the company name, or in their own and assign to the company. Some 
brokers use their own funds in making acquisitions, but some are 
provided accounts on which to draw. 

In each instance the company knows when the application is filed, 
or the lease is acquired by whatever individual who has been directed 
to acquire it, that the company will receive an option on the application 
or the lease. 

In instances where leases are already issued to persons with whom 
the company is not familiar, the company may acquire the option in 
its own name, exercise the option and put the lease in the name of a 
controlled nominee and take a new option from that nominee. 

In the event the company becomes worried about the lease in the 
recordholder’s hands after the company has the option, it will exercise 
its option and direct that the lease be transferred to a ‘reliable’ nomi- 
nee, who, in turn gives the company an option, thereby relieving the 
company of its worries. 

From the foregoing it is obvious that industrywide “straw men” and 
“dummies” are used and that the amount of lease acreage which can 
be controlled is dependent not upon the Mineral Leasing Act but 
upon the number of employees, attorneys, or persons friendly to the 
company, who will lend the use of their names for a small considera- 
tion. This results in a situation wherein the acreage limitation pro- 
visions of the act are meaningless, since it is obvious that the company 
or individual so acquiring the lease or option is the real party in 
interest. 
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D. ACQUISITION OF OPTIONS 


The acquisition of options, and the acquisition of leases, are tied 
together very closely in practice throughout the industry. In the first 
instance, as has been mentioned in the history, it appears that the 
intent of the Congress, up until the 1954 act, was that options should 
be limited to 2 years for geological and geophysical exploration and 
could not be renewed. ‘The i industry has taken the word “nonrenew- 
able” and the words— 


no such options shall be entered into after June 1, 1947, for 
a period of more than 2 years, without the prior approval 
of the Secretary of the Interior— 


to mean that, in an option taken by the company, no provision can 
be inserted giving the optionee the privilege of renewal at the expira- 
tion of the 2- -year period. As a result of such an interpretation, the 
companies have consistently avoided and evaded the intent of Con- 
gress by taking what they call ‘‘successive options.’’ ‘This is done in 
many instances by giving the optionor a new consideration at the 
expiration of the first option, and then entering into what is termed 
“a new option.’’ In many instances there is no new consideration. 
If a new option will not be given by the optionor at the expiration of 
the first 2-year period, the company will exercise the option prior to 
the expiration of its term and direct assignment to its controlled 
nominee, who in turn will give it an option. 

When following these practices, the consideration given to the 
optionor who is friendly with the company is small, in that it amounts 
to only approximately 10 cents per acre, or a royalty of 1 percent or 
less. “Successive options” or renewed options have been taken over 
a period of the full term of a lease, plus an extension. 

The acquisition of options closely follows the pattern set forth for 
the acquisition of leases. The options are taken either from the 
employee, relative of an employee, broker, retired employee, or 
“reliable invitee.”” Options from the persons signing the application 
or securing the lease are signed in blank and held by the company’s 
district landmen for use as and when desired. 


Options to take options 


One company has used in the past what is known as a preferential 
right contract under the terms of which the company is given a 
preferential right by the applicant for a lease, or the lessee, to acquire 
an option. It is in the nature of an. option for an option. These 
were not reported in the company’s semiannual reports. 

When a company or the individual tnterested in acquiring options 
was encouraging friendly persons to make applications, or employees, 
or other persons mentioned, it or he knew prior to the time the appli- 
cation for lease was filed that an option on that lease would be immed- 
iately forthcoming. In those instances where the company actually 
provided the funds for the purchase of a lease and had it assigned to 
a nominee and then took an option, it is apparent that since the only 
consideration moved from the company in the acquisition of the lease, 
that the lease was the company’s from the inception of the negotia- 
tions. This approaches the area of a conspiracy to evade and avoid 
the intent of the Congress. 
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As several companies testified and as’ one company specifically 
stated, one of the purposes of the use of options is to hold acreage 
pending unitization agreements which can be approved and allow 
the acreage to be held without chargeability. Thus, in the acqui- 
sition of options, if the word, ‘ ‘nonrenewable,” contained in the 
1946 and 1954 acts, means that the options authorized under these 
actions prohibit, as this committee must, on the record, contend, and 
as was set forth by Jud¢e Hatch in his opinion, that nonrenewable 
means that the original optionee shall have only one bite at the apple, 
then this industry practice is without even the sanction of color of law 
or of reason. 

If the word “renewable,” which is the opposite of “nonrenewable”’ 
has the meaning that Webster’s dictionary gives it—and Webster’s 
dictionary gives as the number one meaning of ‘‘renew’’—which is the 
opposite of nonrenew—‘‘make new again’’; and Webster gives as a 
second definition of renew ‘‘to restore to freshness, perfection, or 
vigor; also to gain again as new or to renew one’s strength,’ then 
United States District Court Judge Hatch is eternally right. 

Further, Webster says that renew means, and we quote, ‘‘to repeat, 
to go over again; take or do again.” If the word “nonrenewable”’ 
has a meaning that the oil companies give it—which is in opposition 
to the meaning given in Webster’s dictionary—then the practice of 
the companies might be appropriate. This committee and the 
Congress must decide which viewpoint is right. 

The use of options in the manner they now are handled definitely 
avoids the chargeable acreage limitation, since in most instances the 
real party in interest in the issuance and acquisition of a lease is the 
company. 

BE. EXCESS OF LEASE ACREAGE HOLDINGS 


If the practice of the oil companies, or individuals who have adopted 
and embraced practices similar to oil companies, is proper, then from 
the testimony of the witnesses appearing before the committee, it 
would appear that compliance is made with the lease acreage limita- 
tion. 

Interior Department doesn’t know 


Overage in lease acreage may occur by reason of lag in district 
offices or disapproval of unitization agreements. No efficient land 
office checking system has been established for determining total lease 
acreage in any one State held by any one individual or company. For 
accurate information it appears that resort is had to the files of the 
individual, association or company, with the honor system being used 
to.secure the information. This is borne out by the fact that the 
Bureau of Land Management calls upon lessees by decision for this 
information. 

F, EXCESS OPTION HOLDINGS 


There is no requirement that options be recorded in the office of 
the respective county clerks in whose county the land is located, nor 
are they recorded in the district land offices, or anywhere else. There 
is-no manner of determining the option holdings of any individual, 
association or company, without resorting to the records of a particular 
option holder. 
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Between the reporting periods—twice a year—companies are 
sometimes in excess of the option acreage limitation. For instance, 
one company held 295,000 acres in Wyoming between reporting 
dates when the limitation was 100,000 acres. Overages also occurred 
in New Mexico. This excess acreage occurred between reporting 
periods over some period of time. ‘To determine how the company 
disposes of excess acreage, resort again must be had to the company 
records, 

Reporting requirement not enforced 


The statutory requirement is that semiannual reports be filed 
with the Bureau of Land Management in Washington, and not even 
copies are filed with the district land offices. The statutory require- 
ment is that these semiannual reports shall be filed within 90 days 
after June 30 and December 31 of each year and, of course no filed 
report shows the optionee as being overacreage. Overages which 
may and do exist between reporting periods can be adjusted and are 
adjusted prior to reporting dates, through various devices. 

From the record it is clear that compliance with the act covering 
option reports is not required by the Department. 

The act requires the optionee to report the following under oath: 
Name of optionor and serial number of lease or application. 
Date and expiration date of option. 

Acreage covered by option. 
Aggregate number of options in each State. 
5. Total acreage under option in each State. 

Patent nonobservance of these provisions appear in many option 
reports examined by the subcommittee. Some reports were not under 
oath. Some did not list the serial number of the lease, nor the date 
or expiration date of the option. Reports, the committee investiga- 
tion disclosed, in some instances are filed for one reporting period and 
then one or more periods skipped, and thereafter filing, on occasion, 
resumed. The act is not being efficiently administered, nor is com- 
pliance required. 


1. ONE 


G. UNITIZATION 


From the record, it is apparent that confusion exists concerning 
the objectives of Congress in respect to unitization. Acreage, under 
industry interpretation of departmental interpretation of the require- 
ments of the statutes, can be controlled under unit plans in excess of 
acreage limitations mika the necessity for production, Unitization 
plans are approved prior to production and can be approved without 
drilling requirements. 

The pertinent provision of the act on unitization reads: 


For the purpose of more properly conserving the natural 


resources of any oil or gas pool, field, or like area, or any part 
thereof * * *. 


Therefore, to enter into a unit plan, an oil or gas pool, field, or like 
area must be established. How a pool, field, or like area can be estab- 
lished without production is a mystery that this subcommittee is not 
equipped to solve. 








12 OIL AND GAS LEASES 


CONCLUSION 


The foregoing findings of fact are submitted to the committee, based 
on your subcommittee’s inquiries within the limits indic ated upon 
consideration of these facts and the record as a whole. 

The full committee may wish: 

To continue and widen the scope of the inquiry; or 
2. To draft remedial legislation to correct the manifest con- 
fusion in and avoidance of the intent of Congress by both the oil 
industry and the Department of the Interior, and to ‘‘put teeth”’ 
into the presently inadequate enforcement provisions, or; 
3. Say through inaction it is not concerned with the problem. 

In its limited inquiry, your subcommittee has endeavored to be 
guided by the realization that the underlying purpose of the mineral 
leasing laws is, as has been stated, the orderly development of the 
oil and gas deposits on the publicly owned lands, under proper safe- 
guards to protect the public interest and insure genuine competition 
and freedom of enterprise. Your subcommittee is certain the full 
committee will continue to be guided by the same principles in what- 
ever action it sees fit to take in this report. 

Cuinton P. ANDERSON. 
JosperpH C. O’ManHoNney. 
Barry GoLpWaATER. 
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APPENDIX A 
Syllabus 

Where the members of an association enter into an arrangement 
whereby the association is to secure individuals to file, through the 
association, applications for noncompetitive oil and gas leases on lands 
selected by the association, and where, under powers of attorney given 
by the nominal applicants to the association, the latter is to exercise 
practically complete control over the leases to be obtained under the 
applications and is to receive the major benefits to be derived from the 
leases, the members of the association, rather than the applicants, are 
the real parties in interest with respect to such applications and 
leases. 

The concealment from the Department of the fact that the members 
of an association are the real parties in interest respecting applications 
for noncompetitive oil and gas leases filed under a plan whereby the 
association is to obtain, and does obtain, effective control over leased 
land greatly in excess of the maximum acreage permitted an associa- 
tion by law warrants the cancellation of leases obtained pursuant to 
the plan. 

OFFICE OF THE SECRETARY 


Unirep States DEPARTMENT OF THE INTERIOR 
Washington 25, D. C., July 11, 1952 
A-26434—Salt Lake City 01975, ete.) 

Ayronio DiRocco er At. 


Oil and gas leases canceled; applications for leases rejected. 
Appeal dismissed in part; decision affirmed. 


APPEAL FROM THE BUREAU OF LAND MANAGEMENT 


Antonio DiRocco and 12 other persons? appealed to the head of 
the Department from a decision dated January 5, 1952, by the Assis- 
tant Director of the Bureau of Land Management, with was approved 
on January 18, 1952, by former Assistant Secretary Doty, canceling 
15 noncompetitive oil and gas leases previously issued to some of the 
appellants individually, and rejecting eight applications filed by 

1 Salt Lake City 01976-01980, incl., 01982, 02002, 02284-02286, incl., 02346, 02369, 02370-02372, inel., 02607, 
02653, 02655, 02674, 02683, 02781, 02859. 

2 Henry R. Yamamoto, Clarence H. Evans, Caroline E. Evans, Rose Caso, Mabelle Van Deusen, Virginia 
M. Burks, Vincenzo Petta, Ruth E. Parker, Marie Clark, Bo T. Sakaguchi, Carmel Hall, and Takako 
Fumimura. The appeal was taken on behalf of all these persons by Emmett E. Doherty, their attorney, 
but the appeal was actually signed by only 10 of the 13 appellants. Clarence H. Evans, Caroline E. Evans, 


and Vincenzo Petta did not sign the appeal, presumably because they had assigned to some of the other 
appellants the oi] and gas leases which had been issued to them and which are involved in this proceeding. 
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Henry R. Yamamoto, one of the appellants, for noncompetitive oil 
and gas leases. The leases were issued and the applications were filed 
under section 17 of the Mineral Leasing Act, as amended (30 U.S. C., 
1946 ed., sec. 226). 

Subsequent to the filing of the appeals, three of the appellants, 
Mr. Yamamoto, Mr. Sakaguchi, and Mrs. Fujimura, sent to the 
Department a telegram dated July 8, 1952, withdrawing the appeal 
insofar as they were concerned and requesting the return of the 
moneys deposited by them in connection with their respective applica- 
tions. The appeal is accordingly dismissed with respect to these 
three appellants. They will be notified at a later date respecting the 
action taken on their request for the return of the moneys paid by 
them. 

The facts of the case appear to be as follows: 

George W. LaPeire and Glen M. Ruby, both geologists, and Frank 
A. Mattrocce entered into an arrangement whereby Mr. Ruby, who 
lived in Salt Lake City, Utah, was to select public lands in U tah that 
appeared to be suitable for oil and gas leasing; Mr. Mattrocce, who 
lived in Los Angeles, was to find persons to file applications for oil 
and gas leases on the selected lands; and Mr. LaPeire, who also lived 
in Los Angeles, was to secure powers of attorney from the applicants 
for the handling of the applications and the leases when issued. 

Pursuant to this arrangement, Mr. Mattrocce secured 11 of the 
appellants * to apply individually for a total of 23 oil and gas leases. 
These persons signed their own application forms, but left blank the 
spaces for the descriptions of the lands to be covered by the respective 
applications. The applicants also gave Mr. LaPeire irrevocable 
powers of attorney authorizing him to handle the applications and the 
leases when issued. 

The powers of attorney took two forms. Under one form, the appli- 
cant authorized Mr. LaPeire “to file in my name, application for oil 
and gas lease * * *, to cover in my name and as elected by said 
attorney-in-fact, all or any part of the lands involved, by option agree- 
ment prior to issuance of said lease and thereafter, by such instrument 
or instruments of contract, assignment, operating agreement or other- 
wise as elected by said attorney- in-fact, the purpose of which may be 
incident to negotiation for or conclusion of prospecting said lands 
for their potential mineral content and following commercial discovery 
therein, the development of said lands and the marketing therefrom 
of said mineral content, upon such terms or conditions and with such 
reservations of related, par ticipating values as elected by said attorney- 
in-fact, this power being coupled with the personal and continuingly 
vested interest of said attorney- in-fact in and his supervisory control 
over, all rights and values to accrue under his action hereby authorized 
and being resultantly irrevocable, except with his consent, giving and 
granting into my said attorney, full power and authority * * * to do 
and perform all and every act and thing whatsoever, requisite and 
necessary to be done in and about the premises as fully to all intents 
and purposes, as [ might or could do if personally present with full 
power of substitution and revocation, hereby ratifying and confirming 
all that my said attorney or his substitute shall law fully do or cause 
to be done by virtue hereof.” 


3 The other two appellants are proposed assignees of leases. 
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The second form of power of attorney contained substantially the 
same provisions as those quoted above, and, in addition, provisions 
stating that Mr. LaPeire had no authority over money paid by the 
applicant to the United States, that any refund of such money should 
be made directly to the applicant, that the power of attorney would 
terminate upon the relinquishment of any lease that might be issued 
or upon the inclusion of the leased land in an operating agreement, 
and that, upon 30 days’ notice to Mr. LaPeire, the applicant could 
request him to withdraw the application or, at Mr. LaPeire’s election, 
reimburse the applicant for money paid in ‘connection with the appli- 
cation, in which event the applicant agreed to assign to Mr. LaPeire 
the lease issued pursuant to the application. 

In the exercise of his broad authority under the powers of attorney, 
Mr. LaPeire entered into an agreement with Mr. Ruby regarding each 
of the applications. The several agreements provided in substantially 
identical language as follows: 

“In consideration of your supplying the information for said applica- 
tion and filing same with the Bureau of Land Management as aforesaid 
I hereby agree to do the following: 

“1. That if and when I in my capacity as attorney-in-fact, enter 
into an operating, drilling, or other arrangement pertaining to said 
lands or any part thereof with a third party or parties I will assign 
to you 80% of the balance of bonus reserved in me after first 
deducting the filing fee and advance rentals, and all of the overriding 
royalty interest in excess of 1% therein, the 1% herein mentioned shall 
be divided equally between the applicant and myself. 

“2. That before I enter into any agreement with any party or 
parties pertaining to the lands described above I shall obtain written 
consent thereto from you. 

“3. That I shall enter into an agreement pertaining to said lands 
with any party or parties you provide and aceording to the terms 
which you recommend, it being understood that w hile all of us may 
search for acceptable parties with whom I may deal in the exercise of 
my Power of Attorney, you are better qualified therein because of 
your exceptional experience in, and knowledge of, the oil and gas 
business, and you are hereby authorized and requested to help find 
such third parties, and to help and advise me in all my negotiations 
and dealings herein.”’ 

The applications and powers of attorney were mailed by Mr. 
LaPeire to Mr. Ruby, whose associate, Richard P. Smoot, filled in the 
land descriptions and filed the applic ations in the Salt Lake City 
Land and Survey Office at various times during the period commenc- 
ing on July 12, 1950, and ending on December 22, 1950. The money 
for the filing fees and advance rental payments was furnished by the 
several applicants. 

Subsequently, during late May and early June 1951, the applicants 
filed revocations of the powers of attorney previously given by them to 
Mr. LaPeire. Because the powers of attorney were irrevocable 
without Mr. LaPeire’s consent, the revocations were not accepted 
until June 20, 1951, after Mr. LaPeire had filed his consent to the 
revocations. 

It appears that six leases, each having an effective date oi July 1, 
1951, were issued by the manager on June 25, 1951; that during 
July 1951, eight additional leases were issued, each bearing an effective 
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date of August 1, 1951; and that during September 1951, another 
lease was issued effective as of October 1, 1951. 

On August 1, 1951, which was subsequent to the issuance of 14 of 
the leases involved in this proceeding, Messrs. Ruby and Smoot filed 
in connection with each application a letter from themselves to the 
manager of the land office, stating that they had an interest in all the 
filings, and a copy of a letter addressed to them by Mr. LaPeire, trans- 
mitting the application and setting forth the agreement previously 
made between Mr. LaPeire and Mr. Ruby regarding the particular 
application. This was the first information received by the Depart- 
ment regarding the LaPeire-Ruby plan and agreement. The letters 
from Mr. LaPeire concerning the several applications were practically 
identical. Each letter indicated that Messrs. Ruby and Smoot should, 
‘In accordance with the arrangement which we have heretofore 
made,”’ fill in the land description on the particular application and file 
the application in the land office. For some unexplained reason, all 
but four of Mr. LaPeire’s letters were postdated, i. e., a letter enclos- 
ing a particular application would bear a date subsequent to the date 
on which the application was actually filed. 

Following an investigation of the matter by the Department, the 
decision of January 5, 1952, was rendered, canceling the 15 leases 
which had already been issued and rejecting the eight applications 
which were still pending. 

This detailed recital of the facts clearly discloses that the nominal 
applicants were merely used as “‘fronts’’ for the purpose of effectuating 
the arrangement that had been worked out in advance by the real 

arties in interest. The net effect of the powers of attorney given 

y the applicants to Mr. LaPeire, and of the latter’s agreement with 
Mr. Ruby, was that the applicants gave up practically all control 
over their applications for leases and over any leases that might be 
obtained pursuant to the applications; that the “managers’”’ were to 
have control over the leases with respect to entering into drilling or 
operating agreements or other arrangements for the prospecting, de- 
velopment, and production of the leased lands, including the right to 
name the person with whom such agreements would be made and the 
right to specify the terms and conditions of such agreements; and 
that the ‘‘managers’’ were to divide the lion’s share of any proceeds 
that might be received under the leases. The applicants, in effect, 
had only the right to receive back the money advanced by them for 
filing fees and rental payments, and (presumably for the use of their 
names and the use of the money advanced by them) the right to one- 
half of one percent of any overriding royalties that might be obtained 
with respect to leases secured pursuant to the applications. 

The situation described here is quite unlike that where a bona fide 
applicant enlists the aid of another person to help him in connection 
with the filing of an application for an oil and gas lease. It is recog- 
nized that an applicant may need the assistance of a geologist in 
determining what land to apply for, or he may desire other help in 
preparing or in prosecuting his application. Such assistance can be 
obtained and the applicant nevertheless remain the real party in 
interest. In this case, however, it seems to be clear that the filing 
of the applications was first planned by Messrs. Ruby, LaPeire, 
and Mattrocce, and that the applicants were only later obtained for 
the purpose of using their names and money to effectuate the scheme. 
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These nominal applicants plainly were not the real parties in interest 
with respect to the filing of the applications. 

It is true that under the powers of attorney and the agreement 
between Mr. LaPeire and Mr. Ruby, the “managers” were not given 
all the powers of a lessee. For example, they apparently were not 
authorized to undertake the drilling of wells themselves on lands 
that might be leased pursuant to the applications. In that connec- 
tion, however, it apparently was never contemplated either by the 
nominal lessees or by the “managers” that any of them would actually 
drill on the leased lands. It was obviously intended from the begin- 
ning that their sole endeavor would be to turn over the leased lands 
to some operator for development. The ‘‘managers,” therefore, 
could exercise all the authority of the lessees that was necessary to 
accomplish this objective, and they were, for all practical purposes, 
to be the lessees in this respect; and, as previously stated, they were 
to receive the lion’s share of any proceeds under the leases. 

It is also true that, prior to the actual receipt of any leases under 
the plan, the powers of attorney that had been given to Mr. LaPeire 
were revoked. This was apparently the result of dissension among 
the ‘“‘managers’’, and it has been alleged that the purpose of the revo- 
cations was to rescind indirectly the agreement between Mr. LaPeire 
and Mr. Ruby, and thus afford an opportunity for Mr. LaPeire (in 
association with Mr. Mattrocce) to take over the entire deal. In 
this connection, the following excerpts from a letter dated January 
15, 1952, from Mr. Ruby to Fred W. Johnson, former Director of 
the Bureau of Land Management, are pertinent: 

“Several months ago, at the request of Mr. George LaPeire and 
Frank Mattrocce, of Los Angeles, I agreed to select certain lands 
for Federal Oil and Gas leasing * * *, 

“Ta Peire and Mattrocce were quite agreeable to getting certain 
qualified persons to make these filings for which I agreed to carry 
them for a total of 20% interest in any bonus money and one-half of 
1% royalty. 

“The applicant was to receive a totai of one-half of 1% royalty and 
his money back, and I was to have the balance in return for handling 
the filings, furnishing the scientific information and making drilling 
arrangements. * * * 

‘“W hile we were in the process of deciding what interest ths applicant 
should receive if he decided to withdraw, and how much more interest 
he should receive if he put up pe rmanent money, LaP>ire and Mat- 
trocce suddenly decided to connive with the applicant by withdrawing 
LaPeire’s power of attorney, which they thought would automatically 
void my agreement with LaPeire and give them the whole deal, thus 
eliminating me from the picture.” 

Hence, it does not follow from the fact of the revocation of the 
powers of attorne y to Mr. LaPeire that the nominal principals had 
ceased to be mere ‘‘fronts”’ 

The precise position of Mr. Smoot in the arrangement described 
above is not clear from the record. It app2ars that the arrangement 
was originally entered into by Mr. Ruby with Messrs. LaPeire and 
Mattrocce. There is some indication in the record that Mr. Smoot 
acted simply as Mr. Ruby’s representative or.agent in carrying out 
Mr. Ruby’s s part in the arrangement. On the other hand, Mr. La- 
Peire’s letters transmitting the applicants for completion and filing 
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were addressed to Messrs. Ruby and Smoot, jointly. These letters 
seemed to imply that Mr. Smoot was participating in the plan as an 
interested party. 

As for Mr. Mattrocce, he apparently participated in the plan solely 
on an informal understanding that he would share in the monetary 
benefits which, it was expected, would be derived by Mr. LaPeire. 
The record indicates that Mr. Mattrocce was not to hold any interest 
in the leases which were to be obtained under the plan. 

Thus, it appears that, in connection with the submission of the 

23 applications under consideration here, the real parties in interest 
were Messrs. LaPeire and Ruby, and perhaps Mr. Smoot, and that 
these parties comprised an association for the purpose of carrying out 
and operating under the plan. 

Section 27 of the Mineral Leasing Act, as amended (30 U.S. C., 
1946 ed., Supp. IV, sec. 184), provides in pertinent part that: 

‘‘* * * No person, association, or corporation * * * shall take 
or hold at one time oil and gas leases exceeding in the aggregate 
fifteen thousand three hundred and sixty acres * * * in any one 
State * * *,” 

This statutory provision is implemented by a departmental regula- 
tion (43 CFR 192.3), which was issued under the authority conferred 
on the Secretary of the Interior by section 32 of the Mineral Leasing 
Act (30 U.S. C., 1946 ed., see. 189) and which provides in part that: 

“No person, association, or corporation * * * may hold more than 
15,360 acres in any one state * * * through the ownership of * * * 
interest in leases * * *.”’ 

The 23 applications involved in this proceeding embraced lands con- 
taining a total of 37,286.37 acres.* Under the arrangement described 
above, effective direct control over the 37,286.37 acres covered by the 

23 applications was to be secured and exercised by the association 
consisting of Mr. LaPeire and Mr. Ruby, and herhaps Mr. Smoot, and 
the association was to be the entity chiefly interested in the leases. 
Hence, the plan provided for the securing of control over and the 
acquisition of the major interest in leased acreage greatly in excess of 
the limitation prescribed by law. The acreage “covered ‘by the leases 
actually obtained under the plan, before the departmental investiga- 
tion brought it fully to light, exceeded by more than 8,000 acres the 
maximum acreage of 15,360 permitted an association in a single State. 

In the light of these facts, the principles laid down in a series of 
cases dealing with the coal-land statute (Rev. Stats. 2347-2350; 30 
U.S. C., 1946 ed., sees. 71-74) appear to be applicable. That statute 
authorizes any person or association to enter a maximum of 160 or 
320 acres, respectively, of coal lands upon the payment of a certain 
price, and it provides that only one entry may be made by the same 
person or association. 

In United States v. Trinidad Coal & Coking Co., 137 U.S. 160 
(1890), the United States sued to cancel, on the ground of fraud, 
several patents for coal lands which had been entered by officers and 
employees of the defendant corporation, ostensible on their own behalf 
but in reality on behalf of the corporation, which had exhausted its 
right of entry. The entries in question were made pursuant to a 


4 The 15 leases that were issued cover 23,833.39 acres, The eight remaining applications cover 12,699.08 
acres. There is a discrepancy of a few hundred acres between the total acreage applied for and the total 
acreage that was subject to leasing. 
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scheme whereby the purchase money for the tracts was furnished by 
the corporation and the land was conveyed to the corporation after 
the patents were issued. The Court held that the scheme was in 
‘iolation of the coal statute, and that the patented land had been 
fraudulently obtained from the United States, because, if all the facts 
had been disclosed at the time when the entries had been made, the 
patents could not have been issued without violating the statute. 

The same question was independently considered and the interpre- 
tation of the statute made in the Trinidad case was reaffirmed in the 
later case of C’nited States v. Keitel, 211 U.S. 370 (1908). The Keitel 
case involved an indictment of the defendants for conspiracy to 
violate the coal statute by procuring other individuals to enter coal 
lands in their own names and ostensibly on their own behalf, but 
actually on behalf of the defendants, who had exhausted their rights 
of entry. Conceding that the persons making the entries would have 
been disqualified to make the entries if they. had acted on their own 
behalf, and that the statute imposed no limitation on the right of a 
purchaser of coal land to sell the land after acquiring title to it, the 
Court held that the nominal entrymen could not make the entries on 
behalf of the defendants and as their ageuts. 

The Trinidad and Keitel decisions have been followed in several 
subsequent cases.’ In all these cases, the decision as to whether the 
statute had been violated turned on the question whether the entries 
in question had been made pursuant to a scheme whereby the land 
would be conveyed to persons who had exhausted their right to make 
an entry. It is important to note that, in the various cases, the 
persons actually making the entries were qualified to enter coal lands 
on their own behalf, and that the coal statute did not specifically 
prohibit a person from making an entry and then conveying the land, 
when patented, to another person. 

The principles of the coal cases appear to be applicable to the 
immediate proceeding. Here, the filmg of the applications was 
procured pursuant to a previous arrangement whereby Mr. LaPeire 
and Mr. Ruby, aad perhaps Mr. Smoot, were to share principally in 
the benefits to be received under the leases secured pursuant to the 
applications. The association was to be enabled by this plan to 
exercise effective control over and to hold the major interest in 
approximately 37,000 acres of leased land, substantially more than 
twice the acreage (15,360) in a State that is permitted to be held by 
an association through the ownership of interests in oil and gas leases; 
and leases covering more than 23,800 acres were actually obtained as 
a result of the partial consummation of the plan. 

The Department is under a statutory duty to see to it that the 
acreage limitation prescribed by law is enforced, and that other re- 
quirements of law are met by persons seeking or holding oil and gas 
leases. This statutory duty cannot be discharged unless the Depart- 
ment knows, in connection with each application or lease, the real 
party or parties in interest with whom it is dealing. Such a plan or 
scheme as that involved in this proceeding is incompatible with the 


5 United Strtes v. Forrester, 211 U. 8. 399 (1908); United States v. Munday, 222 U. 8. 175 (1911); United 
States v. Kirk, 248 Fed, 30 (8th Cir. 1917); Union Coal & Coke Co. v. United States, 247 Fed. 106 (8th Cir. 
1917); Northern Colorado Coal Co. v. United States, 234 Fed. 34 (Sth Cir. 1916); United States v. Wells, 192 
Fed, 870 (24 Cir. 1912), cert. denied, 225 U.S. 714; Wilson Coal Co. v. United Stutes, 188 Fed. 545 (9th Cir. 
1911); appeals dismissed 229 U. S. 632, 
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proper administration of the law, because it conceals from the Depart- 
ment the identity or identities of the real party or parties in interest. 

It is immaterial that the nominal applicants may have been qualified 
in their own right to file applications. It is also immaterial that some 
or all of them may have been completely uninformed regarding the 
LaPeire-Ruby plan and its inconsistency with the acreage limitation 
prescribed by law. The fact is that they gaye Mr. LaPeire full author- 
ity to enter into the sort of arrangement that he did enter into, and 
they cannot disavow the consequences of his acts. Alaska S.S. Co. vy. 
International Long-Shoremen’s Association, 236 Fed. 964 (D. Wash., 
1916). 

The dissolution of the original association of “managers’’ was 
apparently succeeded by a new arrangement under which Mr. LaPeire, 
or Messrs. LaPeire and Mattrocce in association, would take over the 
control and management of the enterprise, including any leases obtained 
under the plan. This change could not cure the basic illegality of the 
original plan or scheme with which we are concerned. 

If all the facts previously set forth had been disclosed to the Depart- 
ment prior to the issuance of the leases, the leases would not have 
been issued.® Because the disclosure was not made, it may be deemed 
that the leases were fraudulently obtained, within the concept of 
fraud as applied in the Trinidad case,’ and are subject to cancellation. 

It perhaps should be stated that, at the time when the applications 
under consideration here were filed, there was no express requirement 
in the Department’s oil and gas regulations (43 CFR, Part 192) that 
an agreement such as the LaPeire-Ruby agreement must be disclosed 
with the filing of an application. However, in the Department’s 
regulations (1 L. D. 687) under the coal statute involved in the 
Trinidad case, there likewise was no express requirement for a dis- 
closure of interests in connection with a coal entry. 

It is my conclusion that, for the reasons discussed above, the oil 
and gas leases involved in this proceeding were properly canceled. 
Accordingly, it is unnecessary to consider any additional or alternative 
grounds for cancellation. 

Therefore, pursuant to the authority delegated to the Solicitor by 
the Secretary of the Interior (sec. 23, Order No. 2509; 14 F. R. 307), 
the appeal is dismissed with respect to Mr. Yamamoto, Mr. Sakaguchi, 
and Mrs. Fujimura, and the decision of the Assistant Director of the 
Bureau of Land Management is affirmed. 


Mastin G. Wuirte, Solicitor. 


ce 





6 One of the 15 leases was issued after the filing of the copies of the LaPeire-Ruby agreement. However, 
as it was obtained pursuant to the same scheme as the other leases, and prior to the investigation of the 
matter by the Department, it is not to be considered apart from the other leases. “See United States v 
Kirk, supra, fn. 5. 

7 See also Hedderly v. United States, 193 Fed. 561, 568 (9th Cir. 1912). 
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AppENpDIx B 


In THE District Court or THE UNtrep STATES FOR THE DIsTRICT 
or New Mexico 


Number 2017, Civil 


Stanolind Oil and Gas Company, a Corporation, Plaintiff, v. William D. 
Heath, Betty Fannie Heath, W. O. Mills and Hazel N. Mills, 
Defendants 

OPINION 


This action was instituted by plaintiff for specific performance of 
an option agreement relating to an oil and gas lease owned by de- 
fendants and covering lands within the public domain. The case 
being for equitable relief was tried by the court without a jury. 
Pending final judgment the parties have entered into negotiations 
for an amicable settlement of existing differences. Inasmuch as 
courts uniformly specurees, settlement of controversies by the parties, 
it will not be necessary to file the findings of facts and conclusions of 
law already prepared and ready for filing. Neither will it accomplish 
any useful purpose to discuss the facts involved in the instant case. 

However, the particular law under consideration involves such 
question of public policy relating to disposition of and contracts re- 
lating to public lands, in which matters the public generally has a 
decided interest as well as a substantial stake, that T feel compelled 
to set forth briefly if possible my own interpretation and construction 
of the statute involved. 

The question concerns oil and gas leases upon public lands and 
especially options granted by the lessee under the permission granted 
by the Act of Congress passed in 1946, and which may be found in 
Chapter 916, Section 6, 60 Stat. 954. 4 he entire law relating to such 
leases and options appears in 30 U. S. C. A. 184. The pertinent 
section of the law relating to options is: 

“The interest of an optionee under a nonrenewable option to pur- 
chase or otherwise acquire one or more oil or gas leases (whether then 
or thereafter issued), or any interest therein, when taken for the pur- 
pose of geological or geophysical exploration, shall not, prior to the 
exercise of such option, be a taking or holding or control under the 
acreage limitation provisions of any “of said sections. No such option 
shall be entered into after June 1, 1946, for a period of more than two 
years, without the prior approval of the Secretary of the Interior, 
and no person, association, or corporation shall hold at one time such 
options of more than one hundred thousand acres in any one State: 
Provided, however, That nothing in this section shall be construed to 
invalidate options taken prior to June 1, 1946, and on which such geo- 
logical or geophysical exploration has been actually made, and which 
are exercised on or before August 8, 1950. Each holder of any such 
option shall file with the Secretary within ninety days after the 30th 
day of June and the 31st day of December in each year a statement 
under oath showing as of said dates (1) name of optionor and serial 
number of lease or application for lease, (2) date and expiration date 
of each option, (3) number of acres covered by each option, and (4) 
aggregate number of options held in each State and total acreage 
subject to said options in each state.” 
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It is the correct construction and interpretation of the foregoing 
provision relating to options which absorbs my interest and prompts 
this opinion. 

The exact question concerns the intent and purpose of the Congress 
in recognizing nonrenewable options limited to a term of not more 
than 2 years. 

To me the language of the act carries its own interpretation. It 
is plain and unequivocal. There is hardly question or doubt as to 
the evident intent and purpose of the lawmakers. Lest the meaning 
might not be as clear to others, it may be well to consider something 
of the background and legislative history preceding the passage of 
the measure. 

Fortunately both background and history are not difficult of 
ascertainment. The policy of the United States with reference to its 
public land has always been to encourage bona fide settlement, 
exploration, discovery of valuable deposits of ores and minerals, 
including oil and gas, and the subsequent development of such lands 
for useful and beneficial purposes. It has never been the purpose of 
land laws to permit monopolistic or speculative holdings or control 
of any part of the public domain. Repeated acts of Congress relating 
to disposition of public lands contain many restrictions and penalties 
designed to prevent speculative or unfair practices in connection with 
the wise and beneficent policies of the A dana in disposing of its 
public lands. Myers v. Croft, 80 U.S. 291. 

Such purposes are especii ally Sy in the mineral acts per- 
mitting leasing of the public domain for oil and gas development. 
Although sometimes violated, the imtent and purpose back of all 
such acts has been to encourage exploration, discovery, and develop- 
ment. One needs only read the original Mineral Leasing Act of 
1920 and the amendments thereto to be profoundly impressed with 
such intent and purpose on the part of the Congress. Speculation, 
monopolistic control, and exploitation without regard to public 
policy and interest has ever been sought to be prevente 1d and probibited 
by the legislative branch of the government. Acts contravening 
such firmly established policies must be guarded against and the true 
purpose of the Congress safeguarded and protected by the »dministra- 
tive and judicial branches of the government. 

Ever remembering this historical background, policy, aud interest 
of the public, it is now well to look directly to the legislative history 
of the 1946 an 1endments to the Mineral Leasing Act. 

The Senate bill proposing these amendments was introduced by 
Senator O’Mahone y of Wyoming and his coauthor, another Senator 
from a public lands state. The states of both authors are states con- 
taining large areas of the public domain, and in both there is produc- 
tion of oil and gas. Congressman Fernandez, a member of the House 
of Representatives, who submitted the House Committee report, 
resides in a public-land state, New Mexico. It may be taken for 
granted that these and other members of Congress who concerned 
themselves with this legislation were vitally interested in encouraging 
the legitimate discovery and development of valuable mineral de- 
posits ‘such as oil and gas. Such discovery and development could 
easily benefit their own states as well as the entire nation. The Senate 
bill was referred to the Committee on Public Lands and Surveys and 
by the chairman of that committee to a subcommittee, of which the 
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Senator from Wyoming, Mr. O’Mahoney, was designated as chair- 
man. That subcommittee held public hearings and witnesses repre- 
senting the government and the industry, and attorneys from various 
sections of the country were heard. From the industry came repre- 
sentatives from major companies, independent operators, and indi- 
viduals representing small groups and operators. All were heard on 
all aspects of the proposed amendments concerning which they 
desired to testify. 

The legal question involved should be borne in mind in connection 
with the testimony of witnesses who appeared before the subcom- 
mittee. That question is relative to the option provisions of the 1946 
amendments. The section of the law with respect thereto has already 
been set forth. The exact question concerns successive options 
taken by the same optionee giving options on the same lease for a period 
of time far in excess of the two-year limitation for such options. In 
short, does the law contemplate or permit the taking of such successive 
options? The options recited they were taken for the purpose of 
doing geological or geophysical work. If such were the purpose, can 
they be held for such an excessive period of time, that is, beyond the 
two-year limitation? What was the intent and purpose of the 
Congress with reference to such questions? 

Although it may not be free from some doubt, I hold without 
reservation that Congress intended such options should only be 
taken or held for the purpose of doing geological or geophysical work. 
It was not intended that any option should be held for longer than 
two years without the prior approval of the Secretary of the Interior. 

And now having so determined, I shall quote only portions of the 
testimony of some of the witnesses who appeared before the subcom- 
mittee, although practically all witnesses who touched upon the 
subject were in substantial accord. 

A witness representing the oil and gas industry, one of the major 
companies, Mr. Ferguson, Executive Vice President, Continental Oil 
Company, discussed this question of the option provision and testified 
the following, which appears in the stenographic Report of the Com- 
mittee Hearings: 

‘The Rocky Mountain Oil and Gas Association has twice discussed 
this entire matter, and by unanimous vote concluded that there 
should be no acreage limitation with respect to options, provided 
they are for a period not exceeding two years, and taken for geological 
or geophysical work. 

“Senator Wiu.is. Is there any provision to prevent renewals of 
these leases? 

“Mr. Fereuson. For two years only; they are not to be renewed. 

“Senator Wits. And cannot be renewed for any certain period 
of time. 

“Mr, Ferauson. No, that would be inconsistent with the theory. 
They can’t tie up the public domain for more than two vears, and 
they must be taken for geological and geophysical work, and the 
moment you exercise one of the options and take a lease, you subject 
vourself to the acreage limitation.’ 

Mr. Nielson, President, Husky Refining Company, and Chairman, 
Public Lands Committee of the Rocky Mountain Oil & Gas Associa- 
tion, was another witness who gave testimony on the option provision 
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along with other provisions of the bill. The following excerpt from 
his testimony appears in the Report of the Committee Hearings: 

“The important thing to the small operator is that such options 
shall not be allowed to continue for more than two years, and that 
the options be taken from individual applicants or lease holders, and 
that the optionee not be permitted to select from the option more 
than the allowable acreage provided for in this proposed bill.”’ 

Mr. Terrill, Vice-President and General Counsel, Kerr-McGee Oil 
Industries, Inc., another witness before the committee, testified: 

‘These options will be for short periods. ‘The industry is willing 
that they be limited to two years.’ 

Later in the testimony of Mr. Terrill the following appears: 

“Mr. Terri. Gentlemen, this matter of options is one of the 
most vital matters incident to this legislation, because options are 
not expressly covered by the existing act, and the industry is of the 
opinion that unlimited options, that is, unlimited as to acreage, are 
now permitted. 

“Options are now for the first time expressly covered by the pro- 
posed act, and if they are limited, as to acreage, such provisions will 
nullify all the beneficial changes proposed to be effected. 

“Options, limited as to acres, will, by reason of the actualities of 
what must be done, very materially retard exploration no matter 
what other incentives for exploration are provided in this legislation. 

“Senator O’Manoney. But you believe there ought to be a strict 
limitation as to time? 

“Mr. Trerrtiyi. Yes, I think that is quite proper. I recall, I think 
it was Senator Hatch, who inquired of one of the other witnesses of 
the two-year period, as to why two years was necessary, and it is 
primarily for the two reasons I present: 

“In the first place, of course, as you know, the season in the 
Rocky Mountain area is quite limited, and we might organize the 
options to go in, and start our work in one season over one of these 
areas; and we might go on and kick out 100,000 acres at the time; 
and then, along toward the last of the season, we would find that—we 
would find something that looked as if it might develop; and then the 
snow comes, and we cannot detail it, so that we might have to go back 
in the second year to detail the thing. Because of the short season 
in the Rocky Mountain area, the two-year period is almost necessary. 

“Tf it were in a country ‘where you could work the year round, 
perhaps it would not be necessary; but perhaps because of the short 
seasons, I think it is reasonable. But more than two years, we do 
not ask for.”’ 

Mr. Coleman, Attorney at Law, Billings, Montana, gave testimony 
in which appears the following statements by him and Senator 
O’Mahoney: 

“Senator O’Manoney. It has been pointed out this is a bill intended 
to promote the development of oil and gas. One of the reasons the 
committee is supporting this study is its desire to bring about a better 
development of possible oil resources in the public-lands States. We 
recognize the necessity for developing new reserves. It is obvious, 
is it not, that if options were permitted upon public lands based solely 
on the payment of a cash consideration, increasing from year to year, 
the result would be to give the optionee the right to hold lands out of 
development until the optionee was pleased to undertake drilling? 
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“Mr. CotemMan. It might be considered from that angle. That 
could be taken care of by having a provision in this bil forbidding 
options for more than a year or so. 

‘Senator O’Manoney. Options for more than a year or so, without 
the consent of the Secretary, are prohibited. 

“Mr. Coteman. Yesterday Mr. Brimmer stated 1 year was plenty 
long. I don’t think any operator in this State will agree with Mr. 
Brimmer on that. With our short season certainly no geophysical 
work can be done, and then, too, in pretty nearly all of these cases 
we run into title difficulties that have to be straightened out, and 
assignments submitted to the Department and approved. One year 
is too short, and I think every operator, independent or major, will 
agree on that fact. 

“Senator O’Manoney. What length of time would you consider 
satisfactory? 

“Mr. CoLteMAN. It shouldn’t be less than 2 years. I think that 
should be long enough, with the provision, however, that if that is 
not long enough the matter could then be submitted to the Secretary 
and if it meets with his approval, it could then be extended. 

“Senator O’Manonrey. Do you agree there should be an upper 
limit, as Mr. Brimmer contended? 

“Mr. Coteman. Of course, an upper limit is better than the limit 
we have had in the past of 2,560 acres— 

“Senator O’Manoney. I meant as to time. 

“Mr. CoteMANn. Oh, as to the time: I didn’t understand your 
question, Senator. 

“Senator O’Manoney. I say, Do you agree there should be 
limit to the period of an option? 

“Mr. CoLeMan. Yes, sir; 1 do. I think in the interest of the public 
and the purpose of the law there should be some limit on the time, 
and : don’t think any operator objects to that * * *.” 

Terrill gave further testimony, from which I quote: 

The 2-year period of the option insures that lands will not be 
tied up for unreasonable periods and hence we strongly urge that such 
options carry only the right of geophysical and/or geological examina- 
tion and not the express obligation to conduct geophysical or geo- 
logical examination.” 

While many more quotati ons from the hearing could be given, the 
foregoing will suffice to show the general trend and purport of all the 
testimony with regard to the option provisions. It is significant to 
note that practically all witnesses agreed upon and approved the two- 
year limitation. It seems clear no witness contemplated an option 
could extend beyond the two-year period without prior approval by 
the Secretary of the Interior. Indeed, it appears to have been realized 
that certain conditions might arise which would make it impractical 
or perhaps impossible to complete the geological and geophysical work 
within two years and to safeguard against such exceptional circum- 
stances the Secretary of the Interior should be permitted to approve 
an option for more than two years. Such provision permitting a 
longer option with the approval of the Secretary completely negates 
any necessity or reason for successive options as well as pointing to the 
fixed determination to have a nonrenewable term of two years and no 
more unless the Secretary first approves the longer term. 
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Interesting as the committee hearings are, as well as the expressions 
of members of Congress, they cannot control the construction of a 
statute if testimony and views expressed conflict with express provi- 
sions of the law itself. In this statute as finally enacted we find no 
conflict with views expressed except possibly as to some minor details, 
such as the amount of acreage to be held under option. 

Briefly referring to the language of the act, words could hardly 
better express the will and purpose of Congress. “Nonrenewable 
options” as used in the bill mean exactly that no longer time than 
two years was intended except when additional time is approved by 
the Secretary of the Interior. Not only does the use of such language 
confer power upon the Secretary to approve and thereby authorize 
an option for a longer term under exceptional circumstances, but that 
language and power conferred refutes any idea that any other method, 
plan, or scheme could or should be devised to hold a lease under option 
for a longer period than two years without approval by the Secretary. 
To permit any company or individual to escape or evade the manifest 
meaning of the law by holding one option for the full period of two 
years and then take another for like term, without approval by the 
Secretary, is to destrov and would defeat the will, intent, and purpose 
of the Congress. Such course of action would render the two-year 
limitation a vain and useless provision as to any time limitation, and 
it would at the same time destrov and defeat the acreage limitation to 
be held under lease. Under the law no person or corporation can hold 
more than 15,360 acres in any one state under leases at any one time. 
Options to acquire leases by assignment are not chargeable to the total 
acreage held under leases. To permit an identical lease to be held 
under successive option executed every two years, even for an addi- 
tional consideration, would enable an optionee to hold and control the 
100,000 acres allowable under option plus the 15,360 acres allowable 
under lease throughout the entire five year term of a lease without 
actually performing any geological or geophysical work. Such work 
is not made mandatory under the option provision. If such practices 
are to be tolerated the different limitations of 15,360 acres under 
lease and 100,000 acres under option might just as well be combined 
and the total acreage allowable be fixed at 115,360 acres without 
regard to any geological or geophysical work. Such interpretation 
of the law and such practices make the limitations on acreage now 
contained in the law a mere sham and pretense without fore or effect. 

Words cannot condemn too severely practices which evade the law, 
and violate its plain intent and purpose. Greedy grabbers of the 
public domain will find little symp: athy | in this court. 

In my construction of the meaning of the law limiting all options 
to a term of two years'l am not left alone. It may be this conclusion 
is supported by Congressional interpretation itself. In 1948 a mea- 
sure was passed which in effect extended certain 1946 options for an 
additional period of two years. Thus the Congress may have intended 
to express its construction of its own acts, and to indicate that no 
option could be extended or the time enlarged by any act of the 
parties. The House Committee Report which accompanied the 1948 
bill said as follows: 

“The purpose of this bill is to amend section 87 of the Mineral 
Leasing Act of February 25, 1920, as amended in 1946, to provide 
that options taken prior to June 1, 1946, may be exercised on or 
before August 1950. 
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‘“\fanv persons and oil companies operating under the act as now 
constituted have been unable to commence work on the land because 
of various shortages, such as labor, steel, and other materials, and 
because they have not been able to finish their geophysical work due 

to bad weather and other conditions beyond their control. 

“Because of the general provisions of the Mineral Leasing Act and 
the regniations issued by the Secretary of the Interior in administering 


the act, Cperations on Government land are more or less hampered by 
regi lations and laws which do not apply on patented or deeded land. 
To ffsei some of the hindrances, a policy of taking options, or appli- 
cations leases, was devised under which geological exploration 
work could be accomplished and, if favorable conditions existed, the 
optioiee could acquire the lease or operating rights thereunder by 
exer’ hing’ ‘the option. The optionee has no right to operate or 


develop the land until the option has been exercised and the leases 
issued. In the past leases have been paid for, applications made, but 
several vears have elapsed before the leases have been issued. The 
amendatory act of August 8, 1946, recognized and authorized the 
option system, subject to certain conditions, such as options could 
not run for more than 2 years without prior approval of the Secretary 
of the Interior, none could be renewed, and no one could hold at any 
one time more than 100,000 acres under option in any given State, 
where the option was taken subsequent to June 1, 1946. 

“For the reasons above, it should be evident that optionees need 
an extension of time within which to exercise their options taken prior 
to June 1, 1946. 

‘Possible losses under the present law would be suffered by major 
operators, of course, but the small operators, who limit their invest- 
ments to one or two prospects, are faced with a dar K financial future 
unless this legislation extending the time limit 2 years is enacted. 
The Federal Government will lose nothing through the enactment of 


I 


this bill. On the other hand, the consequences could be such as to 


dislocate industry in a manner that might have considerable etfect 
upon the national economy. 
“The Committee on Public Lands unanimously recommends the 


enactment of this bill, which has the approval of the Department of 
the Interior * * *,” 

Lf a successive option could have been granted or extended for longer 
than two vears ne legislation would have been required. The measure 
passed in 1948 may well indicate the Congressional construction to be 
as I have given it in this opinion. By the 1948 law we have an inter- 
pretation by both legislative and administrative branches of the 
government that an act of Congress was required to extend options 
beyond a two-year term. If another option succeeding the previous 
one bad been deemed to be legal both the Congress and the Secretary 
of the Interior engaged in unnecessary activities to pass legislation to 


effect an object the parties themselves could have accomplished by 
sll mply granting and taking another successive option. 
In saving what I have I am not unmindful that counsel presented 


an opinion by the Bureau of Land Management that successive 
options might not contravene the 1946 law. However, as I understand 
that opinion, the legality of a successive option was not under con- 
sideration. The reference to a successive option may well have been 
but a statement thrown in without too much consideration. When 
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the actual question is squarely presented, if ever, and the Bureau of 
Land Management considers it, I feel confident the administrative 
branches of the government will hold that successive options do con- 
flict with the expressed intent and purpose of the 1946 law and such 
options will not be upheld. Be that as it may the duty of this court 
in the absence of controlling decisions is to construe the law in the 
light of what clearly appeers to be the manifest intent and purpose 
of the Congress. 

The views expressed have been extended more than was originally 
intended, but they could be expanded far more in every respect. 
Many things have been omitted and much has been Jeft unsaid. 
But from what has been said, no doubt can remain that in my mind, 
at least, the intent and will of Congress is definitely expressed 

That the purpose of the Congress in recognizing the validity 
of options covering oil and gas leases on the public domain was 
very limited and included only options for the limited term of 
two years unless prior approval for a longer term was given by 
the Secretary of the Interior: 

That such two-year limitation cannot be extended, increased, 
or enlarged by any act or agreement of the parties; 

That any plan, agreement or successive option which in effect 
does extend, renew, or enlarge the term contravenes the expressed 
intent and purpose of the law and will not be enforced in equity; 

That successive options, although granted for new or gaastiean i 
considerations, fall within the implied prohibition of the law; 

That the sole purpose of the Congress in authorizing such 
options was to encourage the actual development of the public 
domain and any plan which ties up public lands for a period of 
time beyond the two years tends to and does defeat th 
of the law; and 

That the Coneress intended that the geo! ozical and geoph sical 
work shonid be done although such is not made mat ndator vy, but 
nevertheless the only purpose for which such an opti ion may be 
eranted or taken is for the bona fide purpose of geological 
geophysical exploration or research with ultimate er ‘, in view ol 
exercising the option within two vears or to surrender the same 
to the optionor. 

Having reached the decision announced in the foregoing expression 
of my views, and it now appearing that since the announcement of 
these views the parties have amicably settled all differences existing 
between them, and counsel having requested such permission the 
plaintiff will be allowed to take a nonsuit so far as its complaint is 
concerned and defendants will likewise be granted permission to take 
a nonsuit on the allegations of the counterclaim. An appropriate 
order in this respect may be entered. 

Since the foregoing opinion was announced orally to counsel and 
permission to take the nonsuit was granted, it would appear that all 
questions covered by the opinion are moot as far as this case is con- 
cerned. It would seem unnecessary to file in the official records or to 
publish the opinion prepared. Nevertheless the questions invoved 
in this case are of such importance not only to the parties but also to 
the public which has a decided interest in the proper administration 
of all laws relating to the public domain, it may well be that some 
further occasion might require reference to the opinion and views held 


purposs 
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by the presiding judge of this district. Therefore, in order that this 
opinion may be preserved for such purpose should it ever become 
necessary to refer to it, there is one hereof signed by me and it will be 
lodged for safekeeping with the clerk of this court in the file on this 
case, but it will not be filed as an official opinion as the same is not 
now necessary, nor will it be published. 
Cari A. Harcn, 
United States District Judge. 





APPENDIX C 


Unirep States DEPARTMENT OF THE INTERIOR, 
Bureau oF LAND MANAGEMENT, 
Washington 25, D. C., January 28, 1957. 
Mr. Rorert W. Repwine, 
Assistant Counsel, Senate Interior and Insular Affairs Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Mr. Repwine: In our telephone conversation of January 
25, as well as in your letter of that date, you requested to be informed 
of any rulings by this Bureau as to the effect of the community prop- 
erty laws on the acreage limitations applicable to oil and gas leases 
and options. 

We have been unable to locate any Bureau rulings relating thereto, 
nor have we been able, after an exhaustive search of the Department’s 
records, to locate any departmental decision. We do not believe that 
there have been any rulings on this precise point. 

Sincerely yours, 
Epwarp Wooz.ey, Director. 
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